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Over  $3  billion  in  new  borrowing  has  been  recommended  to  address  some  of  the  Commonwealth's  capital  needs. 
Fiscal  prudence  suggests  that  proposed  bonding  be  balanced  against  current  debt  commitments,  and  that  the  Legis- 
lature and  the  Governor  exercise  restraint  in  addressing  the  capital  authorization  agenda  which  is  before  them. 


INTRODUCTION 


During  the  1987  legislative  session,  the  Mas- 
sachusetts Legislature  will  consider  a  variety  of 
recommended  capital  appropriations  which  total  an 
estimated  $3.0  billion  in  new  borrowing  authoriza- 
tions and  capital  spending.  Prior  to  1987  a  total  of 
$7.5  billion  in  outstanding  capital  borrowing 
authorizations  existed.  Of  this  total,  bonds  had  been 
issued  for  $3.7  billion,  leaving  $3.8  billion  in 
authorizations  for  which  no  bonds  had  been  issued. 
The  amount  of  borrowing  authorization  contained  in 
pending  capital  appropriation  bills  therefore  con- 
stitutes 40  percent  of  the  Commonwealth's  total  out- 
standing authorizations  and  79  percent  of  "unissued" 
debt.  In  addition,  over  $3.2  billion  in  state  agency 
spending  under  outstanding  borrowing  authorizations 
has  yet  to  occur.  Pending  authorizations  of  $3.0  bil- 
lion would  therefore  increase  the  existing  "unspent" 
category  by  94  percent. 


Pending  capital  appropriation  bills  fall  generally 
into  two  categories:  routine,  annual  or  biennial 
authorizations,  such  as  transportation,  housing,  capi- 
tal maintenance  of  state  facilities,  and  major  capital 
projects  involving  state  facilities;  and  special,  first- 
time,  or  one-time  capital  programs,  such  as  solid 
waste  management,  open  space  acquisition,  hazard- 
ous waste  clean-up,  higher  education  improvements, 
mental  health  facility  improvements,  convention  cen- 
ter support,  and  improvements  to  courthouses  and 
libraries.  Of  the  total  estimated  pending  authoriza- 
tions, approximately  $1.6  billion  falls  into  the 
category  of  routine  capital  outlay  programs  and  ap- 
proximately $1.4  billion  into  the  category  of  special, 
first-time,  or  one-time  programs. 

Although  the  estimate  of  total  pending  capital 
authorizations  is,  to  the  best  of  the  Committee's 
knowledge,  exhaustive,  it  should  be  noted  that  in 
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most  cases  the  estimate  reflects  an  amount  requested 
or  likely  to  be  requested  by  the  Governor.  Ex- 
perience in  the  area  of  capital  legislation  has  shown 
that  such  bills  rarely  emerge  from  the  Legislature  in 
an  amount  lower  than  requested  by  the  Governor.  In 
addition,  the  Governor's  requests  in  some  instances 
represent  partial  satisfaction  of  a  multi-year  com- 
mitment, as  in  the  case  of  proposed  higher  education 
improvements.  Although  this  plan  approaches  one 
billion  dollars  in  cost,  the  Governor's  request  for  the 
first  year  is  only  $293  million.  For  these  reasons  the 
estimate  of  total  pending  authorizations  provided 
here  is  no  doubt  low. 

No  one  can  argue  that  the  needs  which  would  be 
addressed  through  passage  of  these  pending 
authorizations  are  not  real.  In  many  cases,  action 
plans  for  severe  and  chronic  problems  that  have  been 
ignored  by  the  Commonwealth  are  only  now  being 
considered.  Few  will  argue  that  the  debt  service 
required  in  future  operating  budgets,  even  in  this 
period  of  revenue  uncertainty,  will  be  beyond  the 
capacity  of  the  Commonwealth  to  absorb.  Yet  the 
Committee  believes  that  an  increase  of  38  percent  in 
the  Commonwealth's  total  outstanding  debt 
authorization  and  a  potential  doubling  of  unissued 
debt  and  spending  responsibility  is  a  step  which 
should  be  taken  neither  lightly  nor  without  full 
knowledge  of  the  context  within  which  individual  bills 
will  be  considered.  Such  a  context  is  especially  im- 
portant for  consideration  of  capital  bills,  since  initial 
financing  does  not  come  from  Commonwealth 
revenues  but  is  borrowed,  creating  a  tendency  to  view 
these  funding  commitments  as  somehow  off-budget 
or  unreal. 

Several  factors  make  the  1987  capital  outlay 
authorization  picture  a  confusing  one.  In  years  past 
the  Governor  has  submitted  with  his  budget  recom- 
mendations to  the  Legislature  (House  1)  a  com- 
prehensive capital  outlay  program  of  maintenance, 
major  repair,  and  new  construction  projects  for  state 
facilities.  This  bill,  along  with  biennial  authorizations 
for  transportation  and  housing,  constituted  the  basic 
capital  agenda.  This  year,  partially  in  response  to  a 
Senate  Committee  on  Ways  and  Means  policy  report 
entitled  Beyond  Repair,  which  called  for  an  annual 
capital  maintenance  authorization  and  a  biennial 
major  capital  authorization  for  state  facilities,  the 
Governor  has  chosen  to  submit  his  capital  recom- 
mendations for  state  facilities  through  a  number  of 
different  vehicles.  While  the  capital  maintenance 
request  is  included  in  the  Governor's  FY1988  budget 
recommendations,  the  remainder  of  the  capital 
program  for  state  facilities  apparently  will  be  sub- 
mitted in  separate  vehicles  for  mental  health  facility 
improvement,  higher  education  facility  improvement, 
major  capital  outlay  projects,  and  open  space  acquisi- 


tion. In  addition,  1987  happens  to  be  not  only  a  year 
in  which  the  transportation  and  housing  bonds  will  be 
considered,  pursuant  to  the  biennial  schedule  for 
these  bills,  but  a  year  in  which  several  major  en- 
vironmental problems,  such  as  solid  waste  manage- 
ment and  hazardous  waste  clean-up,  must  be 
addressed.  When  several  special-purpose  capital  bills 
are  also  put  on  the  table,  the  current  flurry  of  capital 
activity  will  involve  at  least  a  dozen  separate  pieces  of 
legislation  considered  independently  by  the  House  of 
Representatives  and  the  Senate. 

Other  factors  which  add  to  the  confusion  this  year 
include  questions  regarding:  1)  the  capacity  of  the 
Administration  to  implement  even  existing  capital 
authorizations,  let  alone  the  authorizations  which  are 
pending;  2)  the  fiscal  status  of  the  Commonwealth  in 
the  face  of  possibly  declining  revenues;  and,  3)  the 
status  of  a  $480  million  bonding  authorization  con- 
tained in  the  FY1987  budget  for  the  Commonwealth 
(Chapter  206  of  the  Acts  of  1986)  to  "forward- fund" 
the  Massachusetts  Bay  Transportation  Authority 
(MBTA),  for  which  a  "terms"  bill,  as  required  by  the 
Constitution,  has  yet  to  be  submitted. 

PENDING  CAPITAL  AUTHORIZATION  BILLS 

As  noted  previously,  approximately  $3.0  billion  in 
capital  authorizations  and  as  many  as  12  different 
bills  are  likely  to  be  considered  by  the  Massachusetts 
Legislature  in  1987.  The  following  is  an  estimate  of 
the  cost  of  and  a  brief  description  of  the  activities 
funded  in  each  bill. 


1)  State  Property  Management  Improvements  - 
$150  million 

The  Governor's  FY1988  budget  recommendation 
(House  1)  includes  this  request  to  address  the 
deferred  and  preventive  maintenance  needs  of  state 
facihties  and  property,  including  state  forests  and 
parks,  computer  and  telecommunications  equipment 
purchases,  and  maintenance  of  state  higher  educa- 
tion, correctional,  and  public  health  facilities.  This 
recommendation  is  the  first  in  a  series  of  annual 
recommendations  for  capital  maintenance  purposes. 
A  general  purpose  capital  outlay  budget  has  not  been 
approved  by  the  Legislature  since  1983,  although  the 
FY1987  budget  (Chapter  206  of  the  Acts  of  1986) 
contained  $90  million  in  appropriated  funds  for  capi- 
tal maintenance  projects  and  a  $35  million  bonding 
authorization  for  purchase  of  capital  equipment. 

2)  Major  Renovation  and  New  Construction 
Projects,  State  Facilities  -  $150  million 


This  request,  yet  to  be  submitted  by  the  Governor, 
would  fund  major  capital  projects  involving  state 
facilities  and  property,  other  than  land  acquisition, 
mental  health  facilities,  and  higher  education  institu- 
tions, all  of  which  will  be  addressed  in  separate  bills. 
This  bill  would  be  the  first  in  a  series  of  biennial 
major  capital  authorizations  for  state  facilities.  The 
kinds  of  needs  addressed  by  this  bill  have  not  been 
addressed  by  the  Legislature  since  1983. 

3)  Open  Space  Acquisition  and  Preservation  -  $258 
million 

This  bill  would  fund  a  variety  of  Commonwealth  open 
space  acquisition  and  environmental  preservation 
programs,  such  as  the  Self  Help,  Urban  Self  Help, 
Coastal  Acquisition,  Wildlife  Habitats,  River  Basins, 
and  Agricultural  Preservation  Restriction  programs. 
Open  space  acquisition  was  last  funded  in  Chapter 
723  of  the  Acts  of  1983,  and  the  success  of  these 
programs  in  protecting  and  preserving  diminishing 
open  space  has  generated  renewed  interest  at  the 
state  and  local  levels  in  their  continuation. 

4)  Higher  Education  Capital  Improvements  Plan  - 
$293  million 

A  special  message  recently  filed  by  the  Governor 
would  commit  the  Commonwealth  to  a  seven-year 
capital  improvements  plan  for  its  system  of  higher 
education  institutions,  at  a  cost  for  the  period  of  $954 
million.  Under  consideration  during  the  1987  session 
will  be  a  request  for  $293  million  to  fund  the  first  year 
of  the  plan,  which  will  focus  on  construction  activities 
at  five  universities,  nine  state  colleges,  and  13  com- 
munity colleges.  Major  projects  funded  in  the  first 
year  include  a  new  campus  for  Middlesex  Community 
College,  a  new  classroom  building  for  the  University 
of  Massachusetts/Amherst,  completion  of  North 
Shore  Community  College's  Beverly  Campus,  and 
development  of  the  Mill  Campus  at  the  University  of 
Lowell.  The  major  construction  needs  of  the  higher 
education  institutions  have  not  been  addressed  since 
the  passage  of  Chapter  723  of  the  Acts  of  1983. 

5)  Capital  Improvements  to  the  Mental  Health  Sys- 
tem -  $365  million 

Pursuant  to  a  special  message  filed  by  the  Governor, 
the  Senate  Committee  on  Ways  and  Means  recently 
reported  out,  following  passage  by  the  House  of  Rep- 
resentatives, a  $365  million  capital  authorization  to 
fund  improvements  to  mental  health  hospitals  and 
mental  health  centers.  Part  of  the  Mental  Health  Ac- 
tion Plan  recently  prepared  by  the  Administration, 
this  bill  would  address  badly  neglected  needs 


throughout  the  mental  health  system,  which  has  been 
allowed  to  deteriorate  at  the  same  time  that  the  men- 
tal retardation  system  has  seen  dramatic  improve- 
ment. Many  of  the  facilities  targeted  here  have  not 
received  capital  funding  for  a  decade  or  more. 

6)  Capital  Improvements  to  the  Transportation  Sys- 
tem -  $900  million 

At  some  point  during  the  1987  session  the  Governor 
will  file  a  biennial  capital  authorization  request  for 
improvements  to  the  state's  transportation  system 
which  will  total  roughly  $2  billion  in  combined  federal 
and  state  authorizations.  The  state  share,  in  the  form 
of  General  Obligation  bonding  authority  and  contract 
assistance  to  the  MBTA  will  likely  approximate  $900 
million.  Estimates  at  this  time  are  difficult  and  are 
based  on  the  previous  bond  authorization.  Submis- 
sion of  the  Governor's  recommendation  has  been 
delayed  by  federal  deliberations  over  reauthorization 
of  the  highway  program,  which  includes  possible 
funding  for  the  Third  Harbor  Tunnel  and  Depression 
of  the  Central  Artery,  two  projects  of  major  impor- 
tance to  the  City  of  Boston.  Depending  on  the 
amount  of  federal  participation  which  is  approved  for 
these  projects,  the  request  for  state  authorization 
could  potentially  be  much  higher.  In  addition  to  the 
Highway  program,  the  bill  is  likely  to  address  the 
"Chapter  90"  needs  of  cities  and  towns,  the  mass  tran- 
sit needs  of  the  MBTA  and  Regional  Transit 
Authorities  (RTAs),  the  capital  transportation  needs 
of  the  Metropolitan  District  Commission,  and  a 
variety  of  smaller  transportation  needs. 

7)  Low-Income  Housing  Production  -  $408  million 

The  Joint  Legislative  Committee  on  Housing  and 
Urban  Development  has  reported  out  and  the  House 
of  Representatives  has  passed  a  $408  million  capital 
authorization  designed  to  stimulate  the  production  of 
low  and  moderate  income  housing.  Following  on  the 
heels  of  the  largest  housing  bond  issue  in  the  history 
of  the  Commonwealth  ($324  million  in  1985),  this  bill 
would  provide  funding  for  construction  of  new  units 
of  family,  elderly,  and  handicapped  housing,  as  well 
as  modernization  of  state  and  federal  units,  housing 
alternatives,  and  action  grants  to  private  developers 
for  low  and  moderate  income  housing  developments. 
With  the  failure  of  the  federal  government  to 
authorize  the  construction  of  new  public  housing 
units  in  recent  years,  the  Commonwealth  has  been 
forced  to  accelerate  its  public  housing  capital  outlay 
efforts;  since  1982  the  Commonwealth  has  authorized 
over  $600  million  in  new  construction  or  modern- 
ization projects. 


PENDING  CAPITAL  APPROPRIATIONS 


Environmental  $583M 


Higher  Ed 


Mental  Health  $365M 


Transportation  $900M 


State  Bldgs.  $300M 


Other  $185M 


Housing  $408M 


$3.0   BILLION 


Source*  Senate  Committee  on  Ways  and  Means 


8)  Solid  Waste  Management  -  $300  million 

The  Joint  Legislative  Committee  on  Natural 
Resources  and  Agriculture  has  reported  out  and  the 
House  of  Representatives  has  passed  a  $300  million 
authorization  designed  to  assist  cities  and  towns  in 
their  efforts  to  improve  solid  waste  management  and 
to  control  pollution  caused  by  inadequate  disposal 
procedures  and  facilities.  A  bill  filed  by  the  Governor 
in  the  1985  session  would  have  provided  $60  million 
in  loans  for  the  same  purpose,  but  the  Governor  has 
not  filed  solid  waste  management  legislation  since 
that  time.  Included  in  the  current  version  of  the  bill, 
apparently  supported  by  the  Administration,  are  a 
number  of  new  grant  and  loan  programs  providing 
state  assistance  in  the  areas  of  closure  and  construc- 
tion of  solid  waste  disposal  facilities,  clean-up  of 
water  supplies  contaminated  by  such  facilities,  con- 
struction of  recycling  and  resource  recovery  facilities, 
and  various  pollution  control  activities.  With  many 
existing  landfills  at  or  near  capacity  and  contributing 
to  pollution  of  groundwater,  cities  and  towns  strug- 
gling under  fiscal  constraints  imposed  by  Proposition 
2  1/2,  are  in  need  of  state  assistance  to  address  this 
critical  problem.  This  bill  would  mark  the  first  such 
comprehensive  program  of  state  assistance  in  this 
area. 


The  Governor  has  filed,  pursuant  to  the  approval  of  a 
referendum  question  on  the  subject  by  the  voters  last 
November,  an  "Act  Providing  for  Timely  and  Effec- 
tive Clean-Up  and  Emergency  Relief  at  Oil  and  Haz- 
ardous Material  Sites  in  the  Commonwealth."  This 
bill  would  set  a  concrete  timetable  for  identification 
of  sites  and  response  actions  by  the  Commonwealth, 
further  regulate  the  transfer  of  property  known  to 
contain  hazardous  materials,  and  authorize  $25  mil- 
lion in  capital  funding  for  response  actions  by  the 
Department  of  Environmental  Quality  Engineering 
(DEQE)  to  clean  up  hazardous  waste  sites.  A  similar 
authorization  for  the  so-called  "Superfund"  clean-up 
activities  of  DEQE,  under  Chapter  21E  of  the 
General  Laws,  was  passed  by  the  Legislature  in  1983 
and  has  nearly  been  exhausted. 

10)  Improvements  to  Public  Libraries  -  $35  million 

The  Senate  passed  in  the  1986  session,  and  the  Senate 
President  has  re-filed  in  1987,  a  bill  which  would 
authorize  $35  million  in  capital  improvements  to 
public  libraries  throughout  the  state.  In  the  era  of 
Proposition  2  1/2  and  other  fiscal  constraints,  cities 
and  towns  have  been  unable  to  keep  up  with  the  capi- 
tal needs  of  public  libraries,  resulting  in  the  rapid 
deterioration  of  these  facilities. 


9)  Clean-Up  of  Oil  and  Hazardous  Material  Sites  - 
$25  million 


11)  Improvements  to  County  Court  Houses  -  $50 
million 


The  Senate  passed  in  the  1986  session,  and  the 
Chairman  of  its  Ways  and  Means  Committee  has  re- 
filed  in  1987,  a  bill  which  would  authorize  $50  million 
in  capital  improvements  to  county-owned  court 
houses  throughout  the  state.  Again  due  to  local  fiscal 
constraints,  the  counties,  although  reimbursed 
through  rentals  by  the  Commonwealth  for  use  of  the 
facilities,  have  been  unable  to  address  the  major  capi- 
tal needs  of  the  Commonwealth's  court  houses.  This 
bill  would  provide  initial  assistance  to  meet  some  of 
the  most  pressing  capital  needs. 

12)  Convention  Center  Assistance  -  $100  million 

This  bill,  which  passed  the  Senate  in  1986,  would 
authorize  $100  million  in  state  bonding  to  support  the 
further  and  future  development  of  convention  center 
activities  within  the  state,  in  the  interest  of  promoting 
tourism  and  stimulating  the  state's  economy.  A  total 
of  $100  million  in  previous  authorizations  have  been 
approved  by  the  Legislature  in  1981  and  1983  to  sup- 
port these  activities. 

DEBT  BURDEN  AND  CAPITAL  SPENDING 

As  noted  above,  the  passage  of  these  bills  at  the 
level  of  authorization  proposed  would  increase  the  to- 
tal current  (end  of  FY1986)  "unissued"  debt  by  79 
percent  and  nearly  double  the  existing  capital  spend- 
ing responsibilities  of  the  administering  agencies,  the 
Division  of  Capital  Planning  and  Operations,  the 
Department  of  Public  Works,  and  the  Department  of 
Environmental  Quality  Engineering.  These  facts 
raise  two  significant  questions:  1)  to  what  extent  will 
pending  authorizations  place  an  unwarranted  debt 
burden  on  the  Commonwealth,  and  2)  can  the  ad- 
ministering agencies  spend  these  capital  appropria- 
tions in  a  timely  fashion? 

As  the  Senate  Committee  on  Ways  and  Means 
pointed  out  in  its  FY1986  policy  report  entitled  Long- 
Term  Indebtedness,  the  Commonwealth  has  a  rela- 
tively high  ratio  of  General  Obligation  debt  per  capita 
when  compared  to  other  states.  In  fact,  that  report 
demonstrated  that  the  Commonwealth  had  the  ninth 
highest  per  capita  debt  ratio  of  any  state  in  the 
country.  At  that  time  the  Commonwealth's  debt  per 
capita  was  in  fact  twice  the  national  average.  In  terms 
of  debt  as  a  percentage  of  personal  income  the 
Commonwealth  again  ranked  ninth  in  the  nation,  50 
percent  higher  than  the  national  average.  Since  pub- 
lication of  this  report,  the  situation  has  not  changed, 
and,  if  anything,  has  worsened.  Recent  figures  com- 
piled by  bond  rating  agencies  show  that  Mas- 
sachusetts in  FY1986  had  the  second  highest  ratio  of 
tax-supported  debt  to  personal  income  of  any  of  the 
states  with  which  it  routinely  competes  in  the  bond 


market.  These  indicators  suggest  that  the  Common- 
wealth should  exercise  caution  before  increasing 
dramatically  its  debt  burden.  A  mitigating  fact, 
however,  is  the  relatively  high  percentage  of  total 
Commonwealth  debt  which  falls  in  the  General 
Obligation  category;  many  other  states  rely  more 
heavily  on  contingent  or  guaranteed  debt  to  effect 
their  capital  programs,  making  direct  comparison  of 
debt  burden  difficult  and  inflating  somewhat  the 
gravity  of  the  situation  in  Massachusetts. 

The  second  question,  the  ability  of  administering 
agencies  to  spend  new  capital  monies  in  a  timely 
fashion,  is  perhaps  a  more  serious  concern.  As  pre- 
viously noted,  approximately  $3.2  billion  in  outstand- 
ing capital  appropriations  remained  unspent  by  state 
agencies  at  the  end  of  FY1986.  This  figure  represents 
roughly  42  percent  of  outstanding  authorizations. 
Capital  spending  by  state  agencies  in  FY1986  totaled 
approximately  $450  million,  and  the  average  yearly 
rate  of  expenditure  since  FY  1980  has  been  $360  mil- 
lion. If  one  assumes  that  the  current  rate  of  spending 
remains  constant  and  that  no  new  authorizations 
beyond  those  pending  are  approved,  it  would  take  the 
Commonwealth  13.5  years  to  complete  such  a  capital 
program.  Of  course,  the  reality  is  that  additional 
authorizations  will  be  approved,  which  will  further 
add  to  the  backlog  of  unfinished  projects.  It  must  be 
noted  that  the  Administration  is  aware  of  this  "gap" 
between  the  capacity  of  the  capital  spending  agencies 
to  spend  and  the  number  and  amount  of  pending 
authorizations.  The  administration  has  in  fact 
prepared  plans  to  accelerate  the  annual  rate  of  spend- 
ing. The  most  optimistic  estimate  of  increased  spend- 
ing, however,  would  have  the  state  spending  $800  mil- 
lion annually  by  FY1990.  Even  under  this  scenario, 
assuming  no  new  authorizations  beyond  the  bills 
which  are  pending,  completion  of  the  program  would 
take  eight  years.  Increased  capital  spending  will 
require  additional  operating  budget  resources  for  the 
administering  agencies,  the  cost  of  which  must  be  cal- 
culated in  addition  to  debt  service  costs.  A  table 
providing  capital  spending  information  for  the  period 
FY1980-FY1986  by  secretariat  and  agency,  based  on 
official  data  compiled  by  the  Comptroller's  Office,  is 
attached. 

DEBT  SERVICE  AND  THE  COMMONWEALTH'S 
FISCAL  STATUS 

The  cost  to  the  Commonwealth  of  $3.0  billion  in 
capital  authorizations  is  not  easily  measured  by  fiscal 
year.  Many  assumptions  having  to  do  with  the  timing 
of  bond  issues,  the  capacity  of  agencies  to  spend,  and 
the  types  of  capital  programs  being  authorized  un- 
derlie projections  of  annual  debt  service  costs. 
Similarly,  contingencies  such  as  declining  federal 


reimbursements,  a  slowdown  in  tax  growth,  and  the 
effects  of  a  recently  approved  "cap"  on  the  amount  of 
revenues  which  the  state  can  spend,  must  be  factored 
into  any  assumption  of  affordability. 

Administration  estimates  of  the  debt  service  costs 
of  pending  capital  authorizations  (again  assuming  no 
new  authorizations  after  FY1987)  range  from  a  44 
percent  increase  in  current  costs  over  the  next  10 
years,  assuming  no  changes  in  the  current  fiscal 
climate,  to  a  144  percent  increase  in  costs  over  the 
same  period,  if  an  accelerated  spending  plan  is 
adopted  and  federal  revenues  decline.  Under  these 
scenarios  debt  per  capita  would  increase  from  its 
present  level  of  $667  to  either  $882  or  $1,292,  depend- 
ing on  the  assumptions  used.  While  it  is  true  that 
debt  service  as  a  percentage  of  the  state  budget  has 
remained  constant,  and  has  even  decreased  slightly  in 
recent  years,  this  holding  pattern  has  more  to  do  with 
increases  in  other  areas  of  the  budget  than  with  debt 
service.  Although  the  Administration's  projections 
are  based  on  reasonable  economic  growth  and  inter- 
est rate  considerations,  the  variation  in  assumptions 
reflects  the  inherent  uncertainty  of  debt  service 
projections.  The  only  certainty  in  this  area  is  that 
debt  service  costs,  once  incurred,  are  an  automatic 
expense  to  the  Commonwealth  and  a  non-negotiable 
item  in  the  annual  budget. 

In  the  first  Fiscal  Facts  report  released  in  Decem- 
ber 1986,  the  Senate  Committee  on  Ways  and  Means 
called  attention  to  the  fact  that  state  revenue  growth 
had  slowed  and  that  the  so-called  "surplus"  of  state 
funds  had  been  used  to  fund  a  series  of  tax  cuts  and 
contributions  to  offset  the  Commonwealth's  un- 
funded pension  liability.  In  fact,  because  revenue  col- 
lections in  FY1987  are  below  the  projections  upon 
which  FY1987  budgetary  spending  was  based,  the 
Commonwealth  faces  the  prospect  of  a  tight  year-end 
closing  of  the  books.  Since  publication  of  that  report 
the  FY1987  fiscal  status  of  the  Commonwealth  has 
not  changed.  Whether  a  continued  slowdown  will 
carry  over  into  FY1988  remains  to  be  seen,  but  cau- 
tion should  be  exercised  in  assuming  a  continuation 
of  the  remarkable  growth  in  the  Massachusetts 
economy  which  has  occurred  over  the  past  10  years. 
A  capital  program  which  will  increase  non-negotiable 
debt  service  costs  beyond  otherwise  expected  levels 
must  be  carefully  considered  in  such  a  climate. 


FORWARD-FUNDING  OF  THE  MBTA 

Section  2D  of  Chapter  206  of  the  Acts  of  1986,  the 
FY1987  General  Appropriations  Act,  directs  the 
Commissioner  of  Administration  to  enter  into  a  con- 
tract with  the  Massachusetts  Bay  Transportation 
Authority  to  provide  sufficient  funds  to  the  Authority 
to  retire  its  operating  debt  during  FY1987  and  to 
enable  the  Commonwealth  to  "forward- fund"  the 
MBTA  as  of  July  1,  1987.  To  date,  the  Common- 
wealth has  been  forced  to  provide  annual  appropria- 
tions to  the  MBTA  to  meet  the  costs  of  an  operating 
deficit  incurred  many  months  before.  A  total  of  $480 
million  was  appropriated  for  this  purpose  in  Chapter 
206,  to  be  bonded  over  a  five-year  period.  No  capital 
"terms  bill,"  as  required  by  the  state  Constitution,  has 
been  filed  by  the  Governor  to  activate  this  appropria- 
tion, and  the  debt  service  costs  of  this  authorization 
are  not  contained  in  the  debt  service  projections  cur- 
rently being  used  by  the  Administration  to 
demonstrate  the  affordability  of  the  $2.9  billion  in 
pending  capital  outlay  bills.  The  cost  of  implement- 
ing this  law  should  be  factored  into  any  formula 
which  purports  to  project  future  costs.  Factoring  in 
these  costs  dramatically  increases  the  debt  service 
burden  which  would  result  from  passage  of  pending 
legislation  at  requested  levels. 

CONCLUSIONS 

The  Commonwealth  must  address  many  capital 
needs  in  FY1987,  a  number  of  which  represent  long- 
neglected  obligations.  In  doing  so,  special  attention 
should  be  paid  to  the  effects  of  a  massive  infusion  of 
new  dollars  into  a  system  which  has  a  limited  capacity 
to  spend.  Consideration  should  also  be  given  to  the 
wisdom  involved  in  increasing  drastically  the 
Commonwealth's  already  substantial  debt  burden 
and  future  debt  service  costs  in  a  time  of  relative  fis- 
cal uncertainty.  Finally,  implementation  of  Section 
2D  of  Chapter  206  of  the  Acts  of  1986  must  be  as- 
sumed in  all  debt  service  and  capital  spending  plans. 

The  Legislature  and  the  Governor,  therefore,  must 
exercise  restraint  in  addressing  the  capital  authoriza- 
tion agenda  which  is  before  them. 
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